Department of Health and Human Services

such representations as described in
§30.22(a)(1).

(b)(1) When the Secretary agrees to
accept payments in regular install-
ments, a legally enforceable written
agreement should be obtained from the
debtor that specifies all the terms and
conditions of the agreement, and that
includes a provision accelerating the
debt in the event of a default.

(2) The size and frequency of the pay-
ments should reasonably relate to the
size of the debt and the debtor’s ability
to pay. Whenever feasible, the install-
ment agreement will provide for full
payment of the debt, including interest
and charges, in three years or less.

(3) In appropriate cases, the agree-
ment should include a provision identi-
fying security obtained from the debtor
for the deferred payments.

§30.18 Interest, penalties, and admin-
istrative costs.

(a) Generally. Except as provided in
paragraphs (g), (h), and (i) of this sec-
tion, the Department shall charge in-
terest, penalties, and administrative
costs on delinquent debts owed to the
United States. These charges shall con-
tinue to accrue until the debt is paid in
full or otherwise resolved through com-
promise, termination, or waiver of the
charges.

(b) Interest. The Department shall
charge interest on delinquent debts
owed the United States as follows:

(1) Interest shall accrue from the
date of delinquency, or as otherwise
provided by law. For debts not paid by
the date specified in the written de-
mand for payment made under §30.11,
the date of delinquency is the date of
mailing of the notice. The date of de-
linquency for an installment payment
is the due date specified in the pay-
ment agreement.

(2) Unless a different rate is pre-
scribed by statute, contract, or a re-
payment agreement, the rate of inter-
est charged shall be the rate estab-
lished annually by the Secretary of the
Treasury pursuant to 31 U.S.C. 3717.
The Department may charge a higher
rate if necessary to protect the rights
of the United States and the Secretary
has determined and documented a
higher rate for delinquent debt is re-
quired to protect the Government’s in-
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terests. Any such higher rate of inter-
est charged will be based on Treasury’s
quarterly rate certification to the U.S.
Public Health Service for delinquencies
in the National Research Services
Awards and the National Health Serv-
ices Corps Scholarship Program. The
Department publishes this rate in the
FEDERAL REGISTER quarterly.

(3) Unless prescribed by statute or
contract, the rate of interest, as ini-
tially charged, shall remain fixed for
the duration of the indebtedness. When
a debtor defaults on a repayment
agreement and seeks to enter into a
new agreement, the Department may
require payment of interest at a new
rate that reflects the Treasury rate in
effect at the time the new agreement is
executed. Interest shall not be com-
pounded, that is, interest shall not be
charged on interest, penalties, or ad-
ministrative costs required by this sec-
tion, unless prescribed by statute or
contract. If, however, the debtor de-
faults on a previous repayment agree-
ment, charges that accrued but were
not collected under the defaulted
agreement shall be added to the prin-
cipal under the new repayment agree-
ment.

(c) Administrative costs. The Depart-
ment shall assess administrative costs
incurred for processing and handling
delinquent debts. The calculation of
administrative costs should be based
on actual costs incurred or a valid esti-
mate of the actual costs. Calculation of
administrative costs shall include all
direct (personnel, supplies, etc.) and in-
direct collection costs, including the
cost of providing a hearing or any
other form of administrative review re-
quested by a debtor, and any costs
charged by a collection agency under
§30.14. These charges will be assessed
monthly, or per payment period,
throughout the period that the debt is
overdue. Such costs may also be in ad-
dition to other administrative costs if
collection is being made for another
Federal agency or unit.

(d) Penalty. Unless otherwise estab-
lished by contract, repayment agree-
ment, or statute, the Secretary will
charge a penalty of six percent a year
on the amount due on a debt that is de-
linquent for more than 90 days. This
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charge shall accrue from the date of de-
linquency.

(e) Cost of living adjustment. When
there is a legitimate reason to do so,
such as when calculating interest and
penalties on a debt would be extremely
difficult because of the age of the debt,
an administrative debt may be in-
creased by the cost of living adjust-
ment in lieu of charging interest and
penalties under this section. Adminis-
trative debt includes, but is not limited
to, a debt based on fines, penalties, and
overpayments, but does not include a
debt based on the extension of Govern-
ment credit, such as those arising from
loans and loan guaranties. The cost of
living adjustment is the percentage by
which the Consumer Price Index for
the month of June of the calendar year
preceding the adjustment exceeds the
Consumer Price Index for the month of
June of the calendar year in which the
debt was determined or last adjusted.
Such increases to administrative debts
shall be computed annually.

(f) Priority. When a debt is paid in
partial or installment payments,
amounts received shall be applied first
to outstanding penalties, second to ad-
ministrative charges, third to interest,
and last to principal.

(g) Waiver. (1) The Secretary shall
waive the collection of interest and ad-
ministrative charges imposed pursuant
to this section on the portion of the
debt that is paid within 30 days after
the date on which interest began to ac-
crue. The Secretary may extend this
30-day period on a case-by-case basis if
the Secretary determines that such ac-
tion is in the best interest of the Gov-
ernment, or otherwise warranted by eq-
uity and good conscience.

(2) The Secretary also may waive in-
terest, penalties, and administrative
charges charged under this section, in
whole or in part, without regard to the
amount of the debt, based on:

(i) The criteria set forth at
§30.22(a)(1) through (4) for the com-
promise of debts; or

(ii) A determination by the Secretary
that collection of these charges is:

(A) Against equity and good con-
science; or

(B) Not in the best interest of the
United States.
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(h) Review. (1) Except as provided in
paragraph (h)(2) of this section, admin-
istrative review of a debt will not sus-
pend the assessment of interest, pen-
alties, and administrative costs. While
agency review of a debt is pending, the
debtor either may pay the debt or be
liable for interest and related charges
on the uncollected debt. When agency
review results in a final determination
that any amount was properly a debt
and the debtor chose to retain the
amount in dispute, the Secretary shall
collect from the debtor the amount de-
termined to be due, plus interest, pen-
alties and administrative costs on such
debt amount, as calculated under this
section, starting from the date the
debtor was first made aware of the debt
and ending when the debt is repaid.

(2) Exception. Interest, penalties, and
administrative cost charges will not be
imposed on a debt for periods during
which collection activity has been sus-
pended under §30.29(c)(1) pending agen-
cy review or consideration of waiver if
statute prohibits collection of the debt
during this period.

(1) Common law or other statutory au-
thority. The Department may impose
and waive interest and related charges
on debts not subject to 31 U.S.C. 3717 in
accordance with the common law or
other statutory authority.

§30.19 Review of cost effectiveness of
collection.

Periodically, the Secretary will com-
pare costs incurred and amounts col-
lected. Data on costs and cor-
responding recovery rates for debts of
different types and in various dollar
ranges will be used to compare the cost
effectiveness of alternative collection
techniques, establish guidelines with
respect to points at which costs of fur-
ther collection efforts are likely to ex-
ceed recoveries, assist in evaluating of-
fers in compromise, and establish min-
imum debt amounts below which col-
lection efforts need not be taken.

§30.20 Taxpayer information.

(a) When attempting to locate a debt-
or in order to collect or compromise a
debt under this part or any other au-
thority, the Secretary may send a re-
quest to Treasury in accordance with



